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The Committee on Nebraska Retirement Systems met at
12:15 p.m. on Friday, March 11, 2005, in Room 1525 o f the
S tate Cap itol, Lincoln, Nebraska, for th e pu rpose o f
conducting a public hearing on LB 215 and LB 447. Sen ators
present: Elaine Stuhr, Chairperson; John Synowiecki, Vice
Chairperson; Patrick Bourne; Philip Erdman; Don Pederson;
and Marian Price. Senators absent: None.

SENATOR STUHR: Okay, good afternoon. We are now ready to
begin the hearings for the N ebraska Retirement Systems
Committe e f o r t hi s a f t er n oo n , a n d I am El a i ne S tu h r a n d I
serve as C hair and I represent the 24th Legislative
District. And I wo uld like to make introductions for the
rest of the committee that are here, and I know t hat s ome
are coming. To my far right is Don Jones, who serves as our
committee actuary; and S enator Marian Price from Lincoln;
and Senator Bourne who has not joined us, but I will m ake
n ote w h e n h e d oe s ; J ason Hay e s wh o s e r v e s a s o u r l eg a l
counsel; Senator John Synowiecki is the Vice Chair and he is
not here at this time; Senator Phil Erdman from Bayard; and
Senator Don Pederson from North Platte who is not here but
will be joining us; and Kathy Haugh who s erves as our
committee clerk. Ju st a few announcements before we begin
the hearing. Please turn off any cell phones or pagers that
you may have. Since we do have quite a large group today,
those wishing to testify should come towards the front of
the room, and we do sort of reserve that first row for those
wishing to testify to speed up the process. If you are
testifying, please print your name on the sheet, and if
there are some of you that wish to express an opinion, we do
have a form that you can fill out saying which bill that you
support even though you don't wish to testify, so please be
aware of that. Oh, and I forgot to announce that our page
is Matt Rath)e and he is from York, Nebraska, and a student
at UNL. Also if you have handouts then please give them to
the page and they will circulate them to t h e co mmittee.
Let's see...oh, and I guess it's important to please, not to
show any support or o pposition to a bill. We ha d a
circumstances a few days ago when everyone started clapping
because they were very supportive, but we do refrain from
doing that. Please try to relax, and if you need a drink of
water, please ask the page and he will be g lad t o as sist
you. Today's bills are LB 215...and before we begin I would
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j us t l i ke t o ge t a cou n t o n t he n u mber o f t h o s e w i s h i n g t o
testify because we do need to plan our time accordingly.
LB 215, those wishing to t estify either in s upport...or
let's say in s upport of the bill? Ok ay, two. A ny in
opposition? Okay, all right. Thank you. And LB 447, which
is Senator Bourne's bill, those w ishing to testify in
support of that bill? One, two, three. Okay, we just have
lots of supporters here, which is good. Th ose w ishing to
testify in opposition? Okay, one, or two. All right, two.
Okay. And, of course, we may have neutral testimony on each
one of those also. All right, and Senator Bourne has joined
us and also Senator Don Pederson has joined us, so. All
right, we are rea dy to ope n the hearing then on LB 215.
Welcome, Senator Brown.

LB 21 5

SENATOR BROWN: Good afternoon, Senator Stuhr and members of
the committee. My name is Pa m Bro wn. I represent
Dist r i c t 6 i n Om aha an d I ' m h e re t o i nt r o du c e L B 2 1 5 . I t i s
a bill that yo ur committee has heard, in essence, before,
that would allow for an early retirement program for t he
stat e of Neb r ask a . We have in o u r co nstitution a
prohibition on the payment of gratuities to employees. And
so in order to structure this to make sure that it does not
conflict with that requirement, it is set up that the state
would offer to...the decision would be made by the agency
d' rector about whether this would be available within their
agency. A n d in return for early retirement, there would be
a contribution which is, i n es sence, the employee's
contribution and t h e state's contribution for the two-year
period. The individuals who could be considered for early
retirement...who could consider early retirement, because it
s a voluntary program, have to be at least 53 years old and

so it would be for the two years between 53 and 55. The
amount that is included in the bill is ap proximately both
the employee and employer's share of their retirement that
would go into a deferred compensation program. In order to
meet the constitutional requirements, the agency shall
assess whether they can save at least 20 percent of that
employee's salary to be the offset. And that would be done
through the either not fi lling the po sition or through
f i l l i ng t he po s i t i on wi t h som eone who woul d h a v e l e ss t i me
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in with the state, and so it would be at a lowe r salary
level. The other provision, because for employees who would
be considering this, a big piece of it would be the health
insurance piece, being able to co ntinue their hea lth
insurance. And currently, if you retire at 55 you can stay
on the state's plan and you pay f or it yourself. This
proposes that they, for that two-year period, they could
stay on the state's plan and pay half of it, so that there
is a gr eater obligation to the state under this bill. So
from t h e s t an d p o i n t of wha t t he emp l o y ee w o u ld r ece i ve , t h ey
would receive the amount that would be contributed towards
their retirement for that two- year period or an
approximation of that and the availability of healthcare at
half of th e cost of healthcare. And I would be...and you
have received a letter from in Section 3, you' ve received a
letter about that th e Risk Management Division of the
Department of Administrative Services shall o ffer. It ' s
actually now been tran sferred to t he Department of
Personnel, and so we would need to make a technical change
t o t h a t sec t i on f o r t h e b i l l . And I wou l d be g l ad t o an s w e r
questions about the legislation.

SENATOR STUHR: Okay . Are there questions for Senator
Brown? Senator Synowiecki has joined us and has a question.

SENATOR SYNOWIECKI: Senator, thank you so much for bringing
t hi s b i l l t o u s . I t wou l d d e f i ni t e l y cov er t he e mp l oye e s
under the Collective Bargaining Act.

SENATOR BROWN: R ight.

SENATOR SYNO WIECKI: Question: Woul d it cover, for
example , . . .

SENATOR BROWN: At-will employees.

SENATOR SYNOWIECKI: . ..Supreme Court employees who are n ot
part of the c o llective bargaining agreement, do not have
opportu n i t y t o p ar t i c i p a t e i n co l l e ct i v e bar g a i ni n g , a nd
therefore do not have property rights associated with their
p os ' t l o! due .

SENATOR BROWN: E xactly, and that's why it does not i n clude
those ndi viduals, and actually i n the work wi t h the
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bargaxnzng unit that was the way they wanted it to be.

SENATOR SYNOWIECKI: So we wo uld have a section of about
400-plus employees that work under the S upreme Court w ho
w on' t b e el j. g j . b l e f o r t hi s p r og r a m .

SENATOR BROWN: Well, it 's actually more employees than
that. A n y of the em ployees that are of any of the
constitutional officers, any of the at-will employees would
not be cov e r e d .

SENATOR SYNOWIECKI: Is there any way that we could e xtend
t hxs b e n e f i t t o t hem o r t h i s op po r t un i t y t o t hem ?

SENATOR BROWN: It really provides some more constitutional
issues because there is no way to value at-will employment.
In this inst. ance, the only value that we are attributing is
the two years of continued employment and the contribution
to retirement. But , sti ll, I think it presents a more
comolxcated constitutional issue.

SENATOR SYNOWIECKI: And the reason why I bring the S upreme
Court employees into this picture is because of the number.

SENATOR BROWN: A b solutely.

SENATOR SYNOWIECKI: The other constitutional officers have
very small staffs, comparatively speaking, to the section of
emp'oyees . . .

SENATOR BROWN: Well, and then there.

SENATOR SYNOWIECKI: . . . you k n ow, when you sp ea k o f t he
Supreme Court, you' re speaking of th e en tire probation
department, all the clerks, and so forth.

SENATOR BROWN: Right . And there are a numbe r of
and r i d u a l s i n ea ch a g e n cy , t oo , t ha t ar e a t - wi l l emp l oy e e s .
But I have been advised that it would complicate...that
we' re a' ready on fairly complicated ground with this. We
have crafted it very carefully and very narrowly to try to
make it. constitutional, and it would complicate matters, so.

SENATOR SYNOWIECKI: Thank you. Thanks, again, for bringing
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t h i s , t oo .

SENATOR STUHR: Okay. Are there other questions? I just
have one in relationship to the fiscal note. And I know
that we hav e been lo oking a t th is is sue and bu dget
considerations have always been foremost. It appears that
the cost could range from $500,000 to $13.6 million for the
f i r s t y ear . And those...have you talked to the
Fiscal...anybody in the Fiscal?

SENATOR BROWN: And that is not taking into account the
20 percent savings that must be shown by the agency in order
t o even do this. And .. .but it also around w hat t h e
potential numbers of p eople and the difference in cost of
the health insurance and the health insurance at t he rate
that employees pay and 50 percent. So that...those figures
can be adjusted by the committee based on what the a mount
hat is required to be paid for by the individual employee,
s in the bill. In the bill, it calls for 5 0 percent. To

control the costs you could adjust the amount so that the
employee was paying for more, but they would still have the
opportunity to co ntinue their health coverage under the
state system.

SENATOR STUHR: Okay. And we' re looking at a 50 p ercent
h alth insurance payment

S ENATOR BROWN: Right. Y e s .

SENATOR S TUHR:
f or . . .

SENATOR BROWN: No , for two years.

SENATOR STUHR: Okay. Oh , from 53 to.

SENATOR BROWN: Fifty-five.

SENATOR STUHR: Okay. All right.
q uest i o ns ? Al l r i gh t , t han k yo u .

SENATOR BROWN: P robably not, but

SENATOR STUHR: O kay. A l l right.

.for 12 years...or is that...could last

O kay, a r e t he r e a n y ot h e r
D o you w i s h t o c l ose ?

I ' l l s i t he r e a n d d e c id e .

Those wishing to support
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t he b i l l ? Co m e f or w a r d . Wel co me .

RALPH HAYDEN: Yes, members of the committee, my name is
Ralph Hayden, H-a-y-d-e-n. I am a re tired state e mployee
who will not b enefit in any w ay from the provisions of
LB 215 or LB 447. Prior to m y retirement, I served a s
treasurer of NAPE/AFSCME, the employees' union representing
over 11,000 Nebraska state employees. I app ear today on
behalf of the ret irees of state government who a re
struggling to meet their healthcare needs. All of us thank
this committee for their advancement of LB 366, a bill that
h as corrected a l ong-standing inequity in our state
employees retirement system. This bill, if passed, will
begin to make the state employees retirement system an
adequately funded pension program for future state retirees.
Thank you for your advancement of this bill. Many of us who
are in attendance have urged your colleagues this morning to
support this committee's action. Because of your action on
LB 366, our NAPE/AFSCME testifiers this afternoon w'll focus
their remarks on the two retiree health benefit programs
presented to yo u today through the auspices of LB 215 and
LB 447. We support both retiree health benefit programs.
LB 215 speaks to a sharing of premium payments between the
employee and employer during an early retirement decision,
and LB 447 provides a retirement health benefit funded by
t he employer through an IRS-approved mechanism. I w ill b e
followed by current Nebraska state employees who are here on
their own time t o sp eak to various aspects of these two
bills. Again, thank you for your advancement of LB 366.

SENATOR STUHR: Okay, thank you, Mr. Hayden. Are t here
questions from the co mmittee? Thank yo u very much for
coming .

ROBERT HAYDEN: Okay. Y ou' re welcome.

SENATOR STUHR: Others wishing to testify in support?

PAT HOSKOVEC: And that would be me.

SENATOR STUHR: Okay, w e l c o me.

My name is Pat Hoskovec, H-o-s-k-o-v-e-c. I
state of Nebraska, and I have worked for them

PAT HOSKOVEC:
work f o r t h e
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for about 20 years. And if any of you know about the state
of Nebraska, you would know that we started out as county,
a nd if chose we could have stayed with county, but most o f
us went with the state. The county's healthcare plan pays,
when you retire you still pay your 21 percent. I'm here in
favor of LB 215 because for those of us who are going to
retire now or shortly or in the future,our healthcare needs
become higher as we get older and that's a fear. My husband
i s r et i r ed . I ca r r y al l o f t he i n sur a n ce , a n d t h e re f o r e I
won't retire until both of us are on Medicare unless this
goes through. I want to thank the committee for considering
this. I want to thank you v ery much for putting this
t hrough .

SENATOR STUHR: Okay, thank you. Are there questions? If
not, thank you very much in coming forward.

PAT HOSKOVEC: Tha n k y ou .

SENATOR STUHR: Are the re others w ishing to testify in
support of the bill? Those wishing to testify in opposition
to the bill? Thos e wi shing to te stify in a neu tral
capacity? Ne utral? Please come forward. Or did you wish
to testify in opposition? So there is no one w ishing to
testify neutral. Oka y. Sena tor Brown, do you wish to
close? Okay, Senator Brown waives closing. And that closes
the hearing on LB 215. A n d we will now open the hearing on
LB 447. Welcome, Senator Bourne.

LB 44 7

SENATOR BOURNE: Thank you, Senator Stuhr, members o f the
Retirement Committee, my n ame is Pat Bourne. I represent
the 8th Legislative District in Om aha, here t oday to
introduce Legislative Bill 447. LB 447 is des igned to
improve retirement benefits for our state employees. I, a s
m any o f m y c ol l e a g ues , w i l l I ' m su r e w i l l ag r e e o u r cu r r e n t
system does not provide adequate benefits to our r etirees.
This bill attempts to address this issue in two portions.
The first portion of the bill has already been addressed by
t his committee in Le gislative Bill 366, which w e have
advanced to the floor. As in LB 366, LB 447 wo uld ch ange
the employee contribution system. Currently, a sta te
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employee contributes 4.33 percent of his or her wages to the
ret.irement fund until that contribution reaches 8864. After
that amount i s re ached, the employee contribution rate
increases to 4.8 percent. The state's matching contribution
to the retirement fund, 156 percent, does not change under
thi s b i. l l . The seco n d p or t i on o f t he b i l l a l l ows fo r t he
creation of an individual healthcare account for every state
employee. Und er t he b i l l , t h e st a t e wi l l mat c h t he
4.8 percent employee con tribution wi t h a 17 percent
contribution to the healthcare account. This type of
account is approved by the Internal Revenue Service as a way
for individuals to benefit from tax-free savings and the use
of their funds to defray healthcare expenses. Legislative
Bill 447 allow retirees, their spouses, and their dependents
to use the funds for health-related expenses only. These
expenses could include but are no t limited to premium
payments for supplemental health insurance, hospital care,
and prescription drugs. As required by the Internal Revenue
Service, any money remaining in the healthcare account upon
the death of the retiree shall be returned to t he state.
The hiah cost of healthcare is probably one of the biggest
challenges facing retirees. I realize the bill has a fiscal
impact, but in the long run it should save money by cutting
down on the number of elderly Nebraskans that are forced to
seek assistance from state welfare programs in order to make
ends meet. I do urge you to advance Legislative Bill 447,
although I do understand the economic condition the state is
in might prevent that, but I do think it's an issue that we
need to look i.nto. Thank you.

SENATOR STUHR: Y e s, t ha n k yo u , S e n a t o r B o u r n e. No w, ar e
there questions for Senator Bourne? Okay, I think you said
i t very well, that there is a need and particularly in t he
h eal t h c a r e a re a . Sen at o r Pe d e r s o n .

SENATOR D. PEDERSON: This is not necessarily a question but
more a comment along the lines of what you referred to, and
that is the finances of the state. And we have to look at
the total capacity of t he st ate to handle these things
within the dollars that we have available. And it had been
reported, of co urse, in the newspaper and other media that
w e had r eceived a favorable forecast from th e Stat e
Forecasting Board, which indicated that we would have more
money which is true, but you have to start from the position
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that, we were in the hole to begin with. So , alt hough we
have more money, i t still limits our opportunities to do
some things. And so I know that you understand that and I
assume that the people in the audience will understand that
we desire to do things, but we have to limit our d esires
with our capacity to do them. Thank you.

SENATOR BOURNE: I agree. Thank you for your comment.

SENATOR STUHR: Okay , thank you. Any further comments or
questions? If not, those wishing to testify in support. of
t he b i l l , p l e a s e c ome f o r w a r d .

ROBERT CORNER: Senator Stuhr and members of the Nebraska
Retirement Systems Committee, my name is Robert C orner;
t ha t ' s C- o - r - n - e - r . And I'm representing the Nebraska
Association of Public Employees/American Federation of State
County Municipal Employees, NAPE/AFSCME Local 61 on b ehalf
of LB 447. First of all, NAPE wishes to thank Senator
Bourne for presenting this bill. And we also want to thank
the committee, as Mr . Hayden said earlier, for advancing
L B 366 . I t ' s a l wa y s n i ce t o kno w t h a t h a l f o f you r b i l l i s
already out o n Ge neral File, and we appreciate that very
m uch. Having the privilege to have been appointed by th e
Governor as a sta te employee representative to the Public
Employees Retirement Board for ten years and being a 28-year
state employee myself and being very involved in retirement
issues, I t h ink I'm v ery aware of the big picture as it
pertains to st ate r etirement issues. LB 447 is very
important to state employees. We' ve all heard, and Senator
Bourne did an excellent job explaining LB 447, the fi rst
part, about the bifurcated system we have now with the 4.33
to the 4.8 and all your studies showing over the years, your
benefit adequacy studies, that we need to put 12 percent of
our pay i nto retirement if we want an adequate retirement.
W ith this bill, with LB 366, with the 4.8, w ith the state
match, it will get us over to 12. I think it's ironic that
today, March 11, 2005, the only people who meet th at
criteria are t hose very few state employees that make over
S100,000. Nobody else has been putting in 12 percent into
that system. But t his bill differs quite a bit different
than LB 366 in that is has a healthcare component to it.
You say, well, why is that important? I think Nebraska is
only one of two states that does no t ...that does n ot do
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something in healthcare retirement for their employees. And
it's not that unusual in N ebraska. We have a lot of
counties that have a healthcare component for retirement for
their employees. Yes, it's going to cost some dollars. The
way this plan is set up and that Senator Bourne explained,
and maybe why there is some opposition to this plan, could
be because on the death of that state employee that m oney
would not return to the beneficiaries of that employee, but
to the state. But the way this thing is designed and by the
IRS guidelines and rules, if we want it to be tax -free,
which maximizes the d o llars into t his plan fo r st ate
employees, we n eed i t s et up th i s way. And, yes,
unfortunately it's true that if you would pass away, then
that money would go back to the state. But at the same time
the state is putting 100 percent of th e money into this
fund; the employee is no t pu tting money into this fund.
However, the reason we think it's only fair that the state
do put some money into this fund is that over the years
we' ve been increasing our contributions. We went fr om
3 percent...3.6 to 4.33 to 4.8 if LB 366 passes. We' ve been
contributing more money. Yes , the state has been matching
t hat, but the state has not increased their limit o f tha t
$1.56. Had they been doing this, we would have had adequate
coverage before, and maybe some state employees could afford
some of the insurance later after they retire. I think it' s
a sad note, it was a DAS employee, the gentleman passed away
about a month ago . He was 74 years old, but he couldn' t
retire from the state because his wife was s ick. So he
needed the state health plan in order to pay the premiums
a nd meet the drug costs. So this gentleman worked all hi s
life, dad not get a chance to retire. I do not think that' s
r i gh t . I t hi n k emp l o y e es , s t a t e e m p l o y ees , e s p e c i a l l y i f
you spent a lot of years a nd gave a lon g eff ozt to the
state, that you ou ght to be benefitted from that. And I
t hink this would help. So we encourage you to take a goo d
look. We know there are some dollars involved here, but I
t h in k i n t he l ong r u n i t wi l l s ave do l l ar s . So we e nc o u r a g e
you to pass LB 447. We thank you on moving LB 366 out and
t hank you , Sena t or Bou r n e , f o r i n t r o du c i n g t he b i l l . I ' l l
be happy t o ans w er a n y q u e s t i on s .

SENATOR STUHR: Okay , thank you, Mr. Corner. Are there
questions from the committee?
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ROBERT CORNER: (Ex hi b i t I ) I do hav e . . . t he se a r e p e t i t i o ns
signed by st ate e mployees all a cross the state, several
hundred of them here, encouraging the passage of this bill
a nd I ' l l ) us t l e ave t he m h e r e .

SENATOR STUHR: Okay . All right, we will certainly put
those on file then, thank you.

ROBERT CORNER: Okay, thank you.

SENATOR STUHR: Next proponent. Welcome.

STEVE DRDA: Hi, thank you. My name is Steve Drda, spelled
D-r-d-a. I 'm a sta te employee and I have worked for the
state for the last five years. I 'd like to giv e yo u a
little personal snapshot of what this means to an individual
like myself. As I said, I have worked for the state for
five years. I'm 46 years old, which is pretty close to the
average for al l st ate employees. I ea rn about $32,000 a
year, which is a bout average for salaries for state
employees currently also. In many ways, I'm average. I' ve
got about another 20 years to go before I look to retire at
about age 66, perhaps 67, something thereabouts, and so
which is also common for a lot of the people. I, in to my
forties now, begin looking a little more seriously at issues
like retirement and forecasts of what I' ll have then and how
to get t o where I want to be . Bob Co rner mentioned
estimates that suggest a person should p ut ou t som ewhere
between "2, and I hea r an d read a lot of advice that
suggests 15 percent is r eally necessary to prepare for
ret'rement. And, of course, that's over a long period of
time. But whatever number you choose, it needs to be higher
than it is now. And in my own case with my salary a nd the
years I have to go to retirement, I projected myself out to
about age 66, what I' ll have in my retirement account then,
and it c omes to about S140,000. And that's not a lot. and
f rankly =hat's not enough, and I know I have to do mor e
myself and am do ing s o ou tside of t he retirement plan
offered by the state. But there are a lot of folks i n my
pos t on. And the requests that we' re making in LB 447, I
think, are necessary to get in place so th a t particularly
people who are on the younger half of the age spectrum and
people who are on the lower half of the wage spectrum have a
chance to benefit by the time they retire. I be lieve this
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xs a very mod est p roposal. The 17 percent for th e
healthcare portion of LB 447, in the case of myself with my
salary level, there is about $260 a year that we' re asking
for. And i t's not a lot and it takes some time to develop
anyth rng s i g ni f i ca n t wi t h t ha t k i nd o f a co n t r i bu t i o n p er
year. But. xt is certainly better than anything we have now.
It's gorng to be necessary and v ery much a ppreciated
whenever we do reach retirement, people like myself and
anybody who wor ks for state government. And we think xt's
modest; we th ink z t's comparable; and we think both
components of LB 447 are necessary for those of us working
for the state who expect to do so for awhile in the future.
I , t oo , wo ul d l i k e t o t h ank Se n a t o r Bo u r n e f o r i nt r o duc i ng
LB 447 for us and for this committee for ad vancing LB 366
which points to some of the same issues. That's all I have.

SENATOR STUHR: Okay, thank you, Mr. Drda. Any questions
from the committee? Thank you very much for sh aring your
experiences and t e stimony. Othe rs wishing to testify in
s uppor t ?

LINDA SAND: (Exhzbzt 2) Good afternoon, Senator Stuhr and
other members of the committee. I'm pleased to be here this
afternoon to testify on behalf of LB 447. My name is Linda
Sand. I' ve been an employee of the Nebraska Department of
Health and Human Services for about 24 and a half years.
And I'm here to testify on behalf of NAPE/AFSCME Local 61.

SENATOR STUHR: Okay. Could you spell your name for us?

L INDA SAND: Yes . Sand , S- a - n - d .

SENATOR STUHR: Oka y , t h ank you .

LINDA SAND: I have participated in the state's pension plan
since I was eligible to participate. I was fortunate enough
t o have a l i t t l e bi t o f unde r s t a n d i n g abo ut pe ns i o n pl an s
and investments, and I hav e pa id close attention to my
pension plan, and I am happy to report that I have enjoyed
about. a 13 percent per year return on my investments since
inception. And I believe that's a very high return compared
to most state employees' accounts. In addition, I' ve worked
very hard for the state of Neb raska. I' ve be en given
several promotions, which have moved me from positions at a
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pay gr ade 9 u p t o a pay gr a d e 1 4 o v e r t he yea r s . Aga i n ,
many state employees have not been blessed with that many
promotions. Many have held the same position all through
their careers. But this has allowed me to put even more
funds than the average person could into my r etirement
account. I'm 58 years old. I h ave single coverage. At
times, I' ve begun recently to e ntertain the thought of
retiring or retiring early. But when I look at the amount
that I could draw on my pension and compare it to healthcare
cost.s, the quality of entertainment fades pretty quickly
from those thoughts. If we were to assume that I work until
I w as 66 ye a rs ol d , wh e n I co u l d dr a w f u l l Soc i a l Se c u r i t y
benefits, if we have a Social Security program at that time,
I'm going to assume that in about 7 years I co uld double
what i s i n my pen s i o n p l a n, a n d t ha t ' s hop e f u l , p i e i n t he
s ky . I ' m t o l d i t c an b e d o n e. I ' m a l so assum i n g a v er y
modest 10 percent per year increase in health insurance
premiums. In recent years we' ve seen a much higher increase
'n insurance premiums than that. If I were to do uble my
pension and insurance went up 10 percent, and I worked until
I was 66 years old and needed family coverage, the health
insurance would cost t wice what I could draw from my
pension. We need LB 447. Nebraska is one of two states in
t h i s n a t on , a nd t he o t h er b ei ng I l l i n o i s , who do n ' do
anything for t heir retirees as far as healthcare, and it' s
bee.. that way for years. I t h ink I gav e tha t te stimony
before this R e tirement Committee probably seven or eight
years ago. We' re still the two same states who don't have
anything for healthcare. LB 447 would increase the amount
state e mpl oyees woul d b e i nve s t i n g i n t he i r pe ns i o n f un d s t o
the minimum amo unt recommended by severa l studies
commissioned by your committee. It would provide the means
for state employees to have a more reasonable income for
their retirement years when the need for healthcare usually
i.ncreases significantly. Although there won't b e en ough
time for t his healthcare account to be a large account for
the average state employee, who is about 46 to 50 years old,
at the present time it would help. It would allow time for
the younger employees to see a significant impact on how
w ell they can live in retirement. I urge you to pas s
LB 447. It's time; it's fair; it's reasonable; and I think
it's the responsible thing to do. I have a little more math
n ' he handouts that I gave to you, but in the sake of time

and '. 'm boring you to death, I didn't go over those but you
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do have those before you. Any questions?

SENATOR STUHR: Yes , thank you , M s . Sand. Are t here
questions for the c ommittee? We tha n k yo u f o r yo ur
testimony and it does provide some information that we can
refer to at a later time, so.

LINDA SAND: And we thank you for all the work that y ou' ve
done.

SENATOR STUHR: Thank yo u. Are there others wishing to
testify in support? Are there those wishing to testify in
opposi t i o n ? Pl e a s e c ome f o r w a rd . Ok a y, w e lc o me.

RICHARD YOAKUM: (Ex hibit 3) Good afternoon, Senator Stuhr
and committee members. My name is Richard Yoak um,
Y-o-a-k-u-m, and I wor k fo r Health and Human Services in
Omaha. I ' m he r e i n opp o s i t i o n o f t h e b i l l , a l o ng wi t h t he
72 signatories on the paperwork that you are having placed
i n f r o n t o f you no w . And j u st a qu i ck st at e men t t ha t I ' l l
make is t hat we the undersigned, having read the proposed
bill, wish to express opposition to t h e bi l l as it is
written...not that it may not be a good idea...but as it is
wri t t e n , fo r t he f o l l owi ng r easo ns . The b i l l make s
participation mandatory. Not all state employees need to
have future medical or health plans decided by th e state.
There are those who are retired military,...one of which I
am and I have Tricare For Life, as well as ot her r etirees
do...those with spouses who w ork for companies that have
healthcare plans available after retirement, and those who
have health policies already in effect based on their own
planning f o r t he f ut u r e . The b i l l d oe s n ot a l l ow f o r
designation of a beneficiary. Even under the mandatory
retirement plan with the state, an employee can designate a
beneficiary. The b ill al lows the state to invest monies
taken from the employee and keep those investments or
proceeds without regard to the employees oz their families.
Now before I get to paragraph 4, I have received a li ttle
education on t h e wording o f th is bi ll, that it doesn' t
really mean that there is going to be an added 4.8 percent,
but still t.here is a con tribution coming out of the
employee's pay that's not a voluntary issue. This paragraph
is someone who signed these petitions, if you wi ll, s till
don't like th e wa y it's worded because they think it's an
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open-ended paragraph and can l ead t o the misuse of
misrepresent, ation o f what the amount m eans. But I
understand how the bill is written and what it actually does
mean is about the .47 increase. The bill presents the fund
as an account, not as continuing medical insurance, which is
what t h e e m p l o y ees e n v i s i o n e d when t h i s f i r s t cam e t o l i gh t .
Once the a ccount is used and depleted there is no further
funding. Depending on the use of the account, one m ajor
medical expense could and would deplete the account. What
would the employee or retiree do then? Upon the death...and
this is a quote..."upon the death of an employee the ba' ance
of the account, if any, shall be returned to the employer."
If the amount is returned to the employer what will be the
purpose and use of the mo nies thereafter? We ask
conside r a t i o n b e g i ve n t o t he b i l l and a l l ow f or t he
f o l l o w i ng : Al l ow pa r t i c i pa t i on t o b e vo l un t a r y ­ - the
employee's option. You would not exclude anyone; you would
be giving the employee a choice. Co nsider this: If the
bill takes effect July 1, 2006, and a retirement-eligible
employee wishes to retire August 1, 2006, the h ealthcare
account would have ve ry little money a vailable at all.
Allow for the designation of a beneficiary. The employees,
after all, are contributing to the account, just as with the
retz.rement plan. Don't allow the state to invest employees'
monies without returning portion to said employees. Allow
for cont nuous aftercare retirement healthcare insurance.
In concluding this p resentation, the signatures on the
attached pages represent union and nonunion members, retired
mil i t a r y , s p o u ses o f a ct i v e mi l i t a r y , new emp l o y e es , and
older employees; in o ther words, people who, given the
subject matter, want a voice in what happens with their pay.
Again, thank you for the opportunity to have addressed the
committee.

SENATOR STUHR: Okay, thank you, Mr. Yoakum. Are there
questions of Mr. Yoakum? Senator Bourne.

SENATOR BOURNE: Mr . Yoakum, I just w ant to tell you I
appreciate you coming down and testifying. I know when you
are dealing with people's pay it's very important, and I
gust want to assure you that your thoughts and your comments
and your letter w ill be considered, and I just appreciate
you taking the time to come down and testify.
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RICHARD YOAKUM: T hank you, si r .

SENATOR STUHR: Yes . Are there other questions? I also
want to thank you for that.

RICHARD YOAKUM: Tha n k yo u .

SENATOR STUHR: Others wishing to testify in op position?
Those wishing to testify in a neutral capacity. Welcome.

JOE SCHAEFER: Good afternoon, Senator Stuhr and members of
the committee. My name is Joe Sc haefer, S-c-h-a-e-f-e-r.
I'm counsel for the Public Employees Retirement Board, and I
just have a cou ple of quick comments on LB 447. We' re
certainly glad to have worked with the development of that.
I would note t hat in our fiscal note we were unable to
provide an exact idea of what it would cost to implement.
We know there would be some programming costs and probably
some ongoing costs. The point I really wanted to m ake w a s
that under Department of Labor rules there are some costs in
i mplementa t i o n o f so met hi ng l i ke t h i s t h at ar e con si d e r e d
settlor costs; in other words, costs of the employer, a nd I
gust. wanted you to be aware of that and some of the opinions
that are out there. Other than that, we' ll be happy to work
with you on it and answer any questions you might have.

SENATOR STUHR: Okay, thank you, Joe, for coming. Are there
questions of the legal counsel? Thank you.

OE SCHAEFER: T h an k y ou .

SENATOR. STUHR: Are there any others wishing to testify in a
..eutral capacity? I wou ld just like to express my thanks
for everyone that came today. It's very helpful to see the
support that is out there for the bill, so thank you. And
with that I will close the hearing. Oh, I didn't ask you if
you wished to close? I'm sorry.


